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FEDERAL DEPOSIT INSURANCE CORPORATION
R eports o f C rim es A ffe c tin g  In su red  Nonmemb er Banks; N o tif ic a t io n  o f Change in
F i d e l i t y  Bond C o v e rag e , i s  th e  t i t l e  o f a n o t i c e  o f  p ro p o se d  ru le m a k in g  by th e
F ed era l D eposit Insu rance  C orpo ra tion  (see th e  10/24/85 Fed. Reg., pp. 43209-21.) 
In  v iew  o f  th e  t h r e a t  o f  in c r e a s in g  bank lo s s e s  th ro u g h  c r im in a l  a c t i v i t y ,  
p a r t i c u l a r l y  th ro u g h  c r im e s  in v o lv in g  " i n s i d e r s ” , a c c o rd in g  to  th e  FDIC, th e  
proposed ru le  fo rm a lize s  th e  crim e re p o r tin g  req u irem en t, improves th e  q u a l i ty  and 
u se fu ln e ss  o f crim e re p o r ts  by sp e c ify in g  th e  in fo rm a tio n  needed fo r e f f e c t iv e  law 
e n fo rc e m e n t,  and e n h an c e s  th e  a b i l i t y  o f  th e  FDIC to  m o n ito r  and a c t  to  re d u c e  
lo s s e s  to  b an k s. In  g e n e r a l ,  th e  FDIC i s  p ro p o s in g  to  add P a r t  353 to  i t s  
re g u la tio n s  to  re q u ire  in su red  nonmember banks to  r e p o r t ,  on a p re sc r ib e d  form, 
c r im in a l v io la t io n s  o f th e  U nited S ta te s  Code th a t  invo lve  o r a f f e c t  such banks to  
th e  a p p ro p r ia te  in v e s t ig a to ry  and p ro secu tin g  a u th o r i t i e s ,  as w e ll as to  th e  FDIC. 
R o b b e r ie s , b u r g l a r i e s  and nonem ployee l a r c e n i e s ,  w hich  a r e  s u b je c t  to  th e  
req u irem en ts  of 12 CFR 326.5(c), a re  exempt from th e  req u irem en ts  o f th e  proposed 
r u l e .  The c e n t r a l  p u rp o se  o f th e  r e p o r t  form  re q u ir e m e n t  i s  to  a s s u r e  t h a t  th e  
in fo rm a tio n  needed by in v e s t ig a to r s  and p ro se c u to rs  fo r  e f f e c t iv e  law enforcem ent 
i s  p ro v id e d  in an d  o r d e r ly  an t im e ly  f a s h io n .  Comments m ust be r e c e iv e d  by 
11/25/85. For fu r th e r  in fo rm a tio n  c o n tac t James Dudine a t  202/389-4412.
FEDERAL HOME LOAN BANK BOARD
C e rta in  s to ck  conversion  re g u la t io n s  a re  th e  s u b je c t o f a proposed form al s ta tem en t o f
th e  FHLBB's p o l i c y  r e g a r d in g  th e  a p p l i c a b i l i t y  o f  i t s  r e g u l a t i o n s  to  in s u re d
i n s t i t u t i o n s  (see  th e  1 0 /2 3 /8 5  Fed . R eg ., pp. 42958-60.) A f fe c te d  i n s t i t u t i o n s  
a re  th o se  th a t  undertake  one or more tr a n s a c tio n s  th a t  a re  in te g r a l ly  r e la te d  to  
an a n t i c i p a t e d  s to c k  c o n v e r s io n ,  w hich  w ould o ccu r fo llo w in g  th e  i n s t i t u t i o n ’s 
lo s s  o f  e l i g i b i l i t y  f o r  FSLIC in s u ra n c e  o f  a c c o u n ts .  I n f o r m a t io n  i s  a l s o  
req u ested  about w hether i t s  d is c lo s u re  to  m utual members should no t be re q u ire d  a t  
th e  t im e  o f  th e  v o te  on th e  i n i t i a l  s t a g e s  o f  a m u l t i p l e - s t e p  s to c k  c o n v e rs io n . 
Comments must be re ce iv ed  by 12/23/85 and should  be s e n t to  D ire c to r , In fo rm atio n  
S e rv ices  S ec tio n , O ffice  o f th e  S e c r e ta r ia t ,  F edera l Home Loan Bank Board, 1700 G 
S t r e e t ,  N.W., W ash in g to n , D.C. 20552. For f u r t h e r  in f o r m a t io n  c o n ta c t  J u l i e  
W illiam s a t  202/377-6459.
HOUSING & URBAN DEVELOPMENT, DEPARTMENT OF
A p p lica tio n s  fo r  a su p e rv iso ry  accoun ting  s p e c i a l i s t  fo r  th e  M u ltifa m ily  Notes Branch
a re  being  sought by HUD. The in d iv id u a l would m anage th e  b ra n c h  w h ich  s e r v i c e s  
a p p ro x im a te ly  1500 m u l t i f a m i ly  s e c r e t a r y - h e l d  m o rtg ag e  n o te s .  B a s ic  a r e a s  o f 
r e s p o n s ib i l i ty  a re  m a in ta in in g  a c c u ra te  accoun ting  reco rd s  fo r each m ortgage in  
th e  p o r t f o l i o ;  m o n ito r in g  p e rfo rm a n c e  o f c o n t r a c t o r s ;  b i l l i n g  f o r  m o n th ly  
paym ents; an a ly z in g  escrow  req u irem en ts  and m a in ta in in g  escrow  accoun ts; p rov id ing  
a c c u r a te  and t im e ly  f i n a n c i a l  in f o r m a t io n  to  f i e l d  o f f i c e s  and c l i e n t s .  
E x p e r ie n c e  r e q u i r e d  in c lu d e s  t h r e e  y e a r s  o f o p e r a t in g  p ro g ram s r e l a t e d  to  th e  
p o s i t io n . For fu r th e r  in fo rm a tio n  c o n ta c t Ted Ford a t  202/755-5416.
SECURITIES AND EXCHANGE COMMISSION
Making th e  punishm ent f i t  th e  crim e was th e  focus o f a re c e n t speech d e liv e re d  by SEC 
Com m issioner C h arles  C. Cox to  th e  E ig h teen th  Annual Rocky M ountain 'S ta te -F e d e ra l-  
P r o v in c i a l  C o o p e ra t iv e  S e c u r i t i e s  C o n fe re n ce  in  Denver, Colorado. According to  
Commissioner Cox th e  m ajor problem  is  th e  "d iv e rse  p o p u la tio n  o f s e c u r i t i e s  law 
v io la to r s ,"  whom th e  Commission must meet w ith  an e s s e n t i a l ly  uniform  response. 
According to  Cox th e re  a re  four d i f f e r e n t  g en e ra l c a teg o r ie s  in to  which s e c u r i t i e s  
law  v i o l a t o r s  f a l l .  F i r s t ,  t h e r e  i s  th e  " in a d v e r t e n t  v i o l a t o r . "  T h is  may be a 
m utual fund ou t of com pliance w ith  one o f th e  Commission’s many req u irem en ts  under
th e  In v e s tm e n t Company A ct o r  a r e g i s t r a n t  u n d e r th e  S e c u r i t i e s  A ct who h as  
a t te m p te d  a n o v e l a c c o u n tin g  o r d i s c l o s u r e  t r e a tm e n t .  Second , t h e r e  i s  th e  
" rep en tan t v io la to r ."  T his may be a prom oter who, a lthough  having proceeded w ith  
a fra u d u le n t u n re g is te re d  o f fe r in g , und ertak es  to  d isg o rg e  th e  proceeds and subm it 
to  a p e rm a n en t in ju n c t io n  o r b a r  i f  one i s  a p p l i c a b l e .  T h i rd ,  t h e r e  i s  th e  
" in d i f f e r e n t  v io la to r ."  T his may be an in d iv id u a l who d e f t ly  s id e s te p s  p rev ious 
Commission a c t io n s , com plying w ith  th e  l e t t e r  b u t ig n o rin g  th e  s p i r i t  o f p rev ious 
in ju n c t io n s  o r o r d e r s .  F i n a l l y ,  th e r e  i s  th e  " c h ro n ic  r e c i d i v i s t . "  T h is  
in d iv id u a l  may p e r s o n a l ly  v iew  th e  C o m m iss io n 's  p ro g ram s a s  a bane  to  f r e e  
e n te r p r is e ,  and i t s  punishm ents as w holly unnecessary . To th e se  in d iv id u a ls  an 
SEC in ju n c t io n  i s  n o t even  a c o s t  o f  d o in g  b u s in e s s ,  b u t  m e re ly  a te m p o ra ry  
an noyance  to  be e n d u re d , c o n se n te d  to ,  and th e n  f o r g o t t e n .  Mr. Cox n o te s  t h a t  
a l th o u g h  th e  p ro g ram  o f  re m e d ie s  n eed s  to  be s e r i o u s ,  he  " b e l ie v e s  i t  can  be 
ad m in is te red  w ith o u t a p u n itiv e  design . Punishm ent seeks to  r e w r i te  th e  p a s t ;  a 
rem edy s e e k s  r a t h e r  to  r e d i r e c t  th e  f u t u r e .  And i t  i s ,  a f t e r  a l l ,  th e  f u tu r e  
which has th e  g r e a te s t  long -run  b e n e f i ts  fo r  th e  in d u s try  involved  as  w e ll a s  our 
n a t io n 's  p u b lic  in v e s to r s ."
SECURITIES AMD EXCHANGE COMMISSION
The scope o f th e  SEC's ten d e r o f f e r  a n tif r a u d  a u th o r i ty  and p ro p o sa ls  governing equal
t r e a tm e n t  o f  s h a r e h o ld e r s  w ere  th e  t o p i c s  a t  a 1 0 /2 4 /8 5  h e a r in g  o f  th e  House
Energy and Commerce Subcom m ittee on Telecom m unications, Consumer P ro te c tio n  and 
F inance, in  W ashington, D.C. W itnesses b e fo re  th e  Subcom m ittee, c h a ired  by Rep. 
T im othy  E. W ir th  (D-CO), in c lu d e d  SEC C hairm an  John  S.R. S had , G e n e ra l C o unse l 
D a n ie l G o e lz e r ,  E n fo rcem en t D i r e c to r  G ary Lynch and D i r e c to r  o f  C o rp o ra t io n  
F inance, John J. Huber. Rep. W irth 's  h e a rin g , th e  e ig h th  in  a s e r ie s  on c o rp o ra te  
ta k e o v e r s ,  fo c u se d  on " w h e th e r  th e  SEC h as  s u f f i c i e n t  a u t h o r i t y  to  p r o t e c t  
s h a r e h o ld e r s  in v o lv e d  in  ta k e o v e r s ."  In  p a r t i c u l a r ,  S u b co m m ittee  m em bers 
exp ressed  concern th a t  a re c e n t Second C ir c u i t  C ourt o f  Appeals d e c is io n  in  New 
York appears to  have c ircum vented  in d iv id u a l sh a reh o ld e r p ro te c t io n s  in  tak eo v ers . 
In  b r i e f ,  th e  d e c i s io n  r e l a t e d  to  a ta k e o v e r  w h ich  th e  C o u rt d id  n o t c o n s id e r  a 
ten d er o f f e r  and consequen tly  d id  n o t ad d ress  th e  q u e s tio n  o f  equal t re a tm e n t o f 
a l l  sh a reh o ld e rs  under th e  W illiam s Act of 1968.
R espond ing  to  th e  c o n c e rn s  o f th e  S u b c o m m ittee , C hairm an  Shad s t a t e d  t h a t  
th e s e  i s s u e s  w ere  u n d e r a c t i v e  and e x te n s iv e  s tu d y  by th e  SEC, and t h a t  h i s  
p re lim in a ry  view was th a t  th e  SEC had adequate  e x is t in g  a u th o r i ty  w ith o u t th e  need 
fo r  a d d it io n a l  l e g i s l a t i v e  rem edies. Shad a lso  s a id  th a t  d e f in i t iv e  a c tio n  was 
on ly  a w a itin g  a f u l l  complement o f SEC C om m issioners. He noted  th a t  th e  Senate 
had a l r e a d y  c o n f irm e d  Jo se p h  G ru n d fe s t  and he  e x p e c te d  a c t i o n  on th e  o th e r  
n o m in ee , New York a t t o r n e y  Edward H. F le is c h m a n  to  be c o m p le te d  so o n . Mr. 
F le is c h m a n  was n o m in a te d  by P r e s id e n t  Reagan to  be an SEC C o m m issio n e r on 
1 0 /1 1 /8 5 . I f  c o n f irm e d  a s  e x p e c te d ,  he  w ould su c c e e d  fo rm e r SEC C o m m issio n er 
James C. Treadway, J r .  fo r  th e  rem ainder o f a te rm  to  e x p ire  on 6 /5 /8 7 .
Lower p e rcen tag e  ded u ctio n s  on c e r ta in  n o n co n v ertib le  d eb t s e c u r i t i e s  w i l l  r e s u l t  i f  a 
p ro p o se d  r u l e  am endm ent by  th e  SEC i s  a d o p te d  (se e  th e  1 0 /2 3 /8 5  Fed . R eg., pp. 
42961-64.) The am endm ents w i l l  lo w er th e  p e rc e n ta g e  d e d u c t io n s  on hedged  
p o s i t i o n s  in  n o n c o n v e r t ib le  d e b t  s e c u r i t i e s  h a v in g  a f ix e d  i n t e r e s t  r a t e  and a 
f ix e d  m a tu r ity  d a te  and which a re  no t tra d e d  f l a t  o r in  d e fa u l t  as to  p r in c ip a l  or 
i n t e r e s t  and w hich  a r e  r a t e d  in  one o f  th e  fo u r  h ig h e s t  r a t i n g  c a t e g o r i e s  by  a t  
l e a s t  two o f th e  n a t i o n a l l y  re c o g n iz e d  s t a t i s t i c a l  r a t i n g  o r g a n iz a t io n s  
("co rpo ra te  d eb t s e c u r i t ie s " )  and expand th e  types o f in s tru m en ts  th a t  may be used 
to  c r e a te  a  hedged p o s i t io n  fo r  c o rp o ra te  d eb t s e c u r i t i e s  fo r  purposes o f th e  n e t 
c a p i t a l  ru le .  The amendments w i l l  a ls o  r e s t r u c tu r e  th e  c r i t e r i a  fo r  d e term in ing  
w hether th e  rem ain ing  m a tu r i t ie s  o f two o f f s e t t in g  d eb t p o s i t io n s  a re  c lo se  enough 
to  c o n s id e r  th e  com bined  p o s i t i o n  to  be hedged  and th e re b y  s u b je c t  to  lo w er 
p e rc e n ta g e  d e d u c t io n s .  Comments m ust be r e c e iv e d  by 1 2 /2 0 /8 5 . F or f u r t h e r  
in fo rm atio n  c o n ta c t M ichael M acch iaro li a t  202/272-2904.
SPECIAL: AICPA NATIONAL BANKING PROGRAM
L. W illia m  S eidm an , new ly  a p p o in te d  c h a irm a n  o f th e  FDIC; John G. Heimann, v ice  
chairm an o f M e r r i l l  Lynch C a p ita l  M arkets; A. C larence  Sampson, c h ie f  accoun tan t 
o f  th e  SEC, and J .  Thomas Macy, c h a irm an  o f th e  AICPA b an k in g  c o m m itte e , w i l l  
ad d ress  th e  AICPA 10th annual N a tio n a l Conference on Banking in  W ashington, D.C. 
11 /7 -8 /85 . E v a lu a tio n  o f loan  lo s s  re s e rv e s , accounting  fo r  o p tio n s  and c a p i ta l  
ad eq u acy  w i l l  be exam ined . U p d a tes  on c u r r e n t  FASB p r o j e c t s  and r e g u la to r y  
developm ents a t  th e  F ed e ra l R eserve Board, th e  FDIC, th e  OCC and th e  SEC w i l l  be 
p rov ided . Recommended CPE c r e d i t  i s  15 hours.
SPECIAL: OMB CIRCULAR A-76 OVERSIGHT HEARINGS
A c o n f id e n t ia l  In sp e c to r  G eneral o f th e  Army s tu d y  was c i te d  as  an i l l u s t r a t i o n  o f
" d a n g e rs"  o f  an im p ro p e r ly  c o n t r o l l e d  OMB C i r c u l a r  A-76 p r o c e s s ,  by Rep. G ary
Ackerm an (D-NY), who c h a i r e d  a 1 0 /2 2 /8 5  o v e r s ig h t  h e a r in g  by th e  House 
Subcom m ittee on Human R esources. At th e  h earin g  Rep. Ackerman re le a se d  a summary 
o f  a c o n f id e n t ia l  s tu d y  by th e  In sp e c to r G eneral o f  th e  Army which concludes th a t  
"The Army c a n n o t lo n g  a f f o r d  th e  tu r m o i l  c u r r e n t l y  c a u se d  by th e  h a p h az a rd  
im plem enta tion  o f th i s  program ." Rep. Ackerman s a id ,  "A-76 can be a u se fu l to o l 
fo r  f in d in g  ways to  save th e  government money," b u t "w ith o u t p roper c o n tro ls ,  A-76 
can  r e s u l t  in  th e  lo s s  o f  a c c o u n t a b i l i t y ,  lo w e r q u a l i t y  w ork , and in c r e a s e d  
c o s ts ."  The D epartm ent o f th e  Army, re p re s e n ta t iv e s  o f F ed e ra l em ployees, F edera l 
managers and p r iv a te  c o n tra c to r s  t e s t i f i e d  a t  th e  10/22/85 h earin g . N oting th a t  
" c o s t  o v e r ru n s ,  in c o m p le te  P e rfo rm a n c e  Work S ta te m e n ts ,  and d i s r u p t i o n  to  
g o v e rn m en t s e r v i c e s  o c c u r"  in  a g e n c ie s  o th e r  th a n  th e  Army, Rep. Ackerm an s a id  
th a t  a t  th e  10/30/85 h earin g  th e  N a tio n al O ceanic and A tm ospheric A d m in is tra tio n  
and p r iv a te  c o n su lta n ts  w i l l  t e s t i f y .
For further information please contact Gina Rosasco, Shirley Hodgson or Nick 
Nichols at 202/872-8190.
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